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- Certified BUblic Ackauntanis & Consilta nts™

Cclober 22 2004

Independent Auditors' Report

Board of Trustees _
Alanson Areqa Public Library
Alanson, Michigan

We have qudited the gccompanying financial statements of the govermnmental activities and the
majer fund of the Alanson Area Public Library. Michigan, as of and for the year ended June 20,
2004, os listed in the table of contents. These financial statements are the responsibility of the
Alanson Area Public Library’s management, Our responsibility is to express an opinion on these
financial statements based on our qudit,

We conducted our qudit in accordance with auditing standards generdlly accepled in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial stalements are free of material misstatement,
An audit Includes examining, on a test basis, evidence Supporting the amounts and disclosures in
the financiai statements. An audit also includes assessing fhe accounting principles used and

In our opinion, the financial slatements referred to above present fairly, in all material respects, the
respective financial posifion of lhe governmental activities and major fund of the Alanson Area
Public Library as of June 30, 2004, and the respeciive changes in financial position for the year then
endedin conformity with accounting principles generally accepted in the United states of America.

The management's discussion and anaiysis is not g required part of the basic financial statements
Dut is supplementary information required by accounting principles generdlly accepted in the
United States of America, We have applied certain imited procedures, which consisted principally

Ll Setectinsa (s

CERTIFED PUBLIC ACCOUNTANTS
Petoskey. Michigan

]
923 Spring Strect -~ P.O). Box 695 » Petoskey, MI 49770 « 231347 41136 » Fax: 231-347-4147 &  E-mail- stafliame®@hs- co.com
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Alanson Area Public Library
7631 Burr Avenve

Alanson, MI 49704
231-548-5445

Management's Discussion and Analysis

Overview of the Basic Financial Statemenis

the first year of implementation of GASB statement No. 34. Because the Library is audited
on a bi-annual basis, prior year numbers are not presented within the Management's
Discussion and Anatysis,

Under GASB statement Ne. 34, the library is considered to be o speciql puUrpose
governmeantal unit due 1o engaging in only one type of activity. Therefore, the statement
of net assefs is combined with the balance sheet and the statement of activities s
combined with the statement of revenues, expenditures and change in fund balancs
statement. The statement of revenues, expenditures, and changes in fund balance —
budget to actual was prepared on the modified accrual basis,

Government-wide Financiai Columns
The governmeni-wide columns (Statement of Net Assets ang Statement of Aclivities) ars
designed to provide readers with a broad overview of the Library's finances, in a manner

similar fo a private-sector business.

The Stafemeni of Net Assets displays all of the Library's assets and liabilities, with the
difference reported as net assefs. Al long-term assets and debt obligations are
presented.

The Statement of Activities focuses on the gross and net cost of the Library's operations.
Fund Financial Columns

The focus of the fund financigl columns fs on the sources and uses of funds during the
Current year,

The Library maintains one individual governmental fund. Information s presented in the

governmental fund bolance sheet column and the governmental fund statement of
revenues, expenditures and changes in fund balances column.

Notes to the Financial Stafements

The notes provide addifional information which is essential o a full understanding of the
data provided in the financial statements.




Government-wide Financial Analysis
The table below summarizes the Library's net assets s of June 30, 2004:

ALANSON AREA PUBLIC LIBRARY

June 30, 2004
Governmental
Activities

Assels

Cumrent and other assets N 188,693

Capitai assets - net of accum dep 13,201

Total assets 201,894
Liabilities

Current fiabilities 547
Net Assets

Investment in capital assets 13,201

Unrestricted 188,144

Total net assets $ 201,347

At the end of the fiscql year, the Library is able to report posifive balonces in both
categories of net assets, The first portion of the Library's net assefs is its investment in
capital assets (books). The Library uses these capital assets in providing recreational and
educational services, consequently these assets are not available for future spending.

The remaining portion of net assets, unrestricted net assefs, may be used at the Library's
discretion to meet ongoing obligations.
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The results for the Library as a whole are reported in the Statement of Activities, which is
summarized below:

ALANSON AREA PUBLIC LIBRARY
Year Ended June 30, 2004

Governmental
Activities
Revenue
Program revenue:
Charges for services, book sales, fees and fines 3 4,038
General revenue:
Fenal fines 39.577
State Aid, unrestricted 2310
Interest earings 3.814
Total revenues 49,741
Funcfion Expenses
Library 26,175
Change in net assets 23,564
Net assets - beginning of year 177,781
Net assets - end of year $ 201,347

As reported above, the Library recorded $26,175 of expenses, The majority of the Library's
activities were funded by Stafe of Michigan Penal Fine Distrioutions.

Fund Financial Analysis

As of year end, the governmental fund reporied a fund balance of $188,146, which s
$25.365 more than the beginning of the year.

General Fund Budgetary Highlights

Final revenues were higher than final budgeted amounts by $4,227. This was mainly due
fo penal fines being mare than anticipated.

Final expenditures were also lower than final budgeted amounts by $6.254. This was
mainiy due fo not amending the budget for books, membearship dues aond miscellaneouys
costs that were lower than expected,
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Capital Assets

At June 30, 2004 the Library had $48,201 invested in capital assets. The following table
summarizes the capital asset activity for the year:

ALANSON AREA PUBLIC LIBRARY
Year Ended June 30, 2004

July 1, 2003 Additions Disposals June 30, 2004

Books 3 50,000 $ 320 $ 5000 3 48,201
Less accum depreciation 35,000 35,000 5,000 35,000
Net capital assets 3 15,000 $ (1,799} % - $ 13.201

adequate to accumulate o fund balance sufficient to provide for continued services in
the future as well qs possible fulure development and improvement of the Library's
current building or a new building.

Financial Contgct

The Library's financial statements are designed to present users with a general overview
of the Library’s finances, Questions concerming any of the information provided in this
report or requests for additional financial information should be directed fowards the
Library's office.




ALANSON AREA PUBLIC LIBRARY
GOVERNMENTAL FUND BALANCE SHEET/STATEMENT OF NET ASSETS

Assels

Cash
Fixed assets, net of accummulgted
depreciation

Total assets

Liabilities and Fund Bolance/Net Assets

Liablifties:
Accrued expensas

Fund balance - unreserved
Designaied
Undesignaled

Total fund baiance

Tota! liabilifies and fung balance

Net Assets:
Invested in capital assetfs
Unrestricted

Total net assets

3ee accompanying notes to financial statements,

2

June 30, 2004

General Fund
Maodified Accrual

Statement of

Basis Adjustments Nef Assets
3 188,493 ¥ $ 188,693
- 13,201 13,201
3 188,693 % 13,201 % 201,894
R 547 % - 3 547

100,000 {100,000) -

88,144 (88,14¢4) -

188,144 (188,146) -

k] 188,693

13,201 13,201
188,144 188,144
S 201,347 3 201,347




ALANSON AREA PUBLIC LIBRARY
STATEMENT OF GOVERNMENTAL FUND REVENUE, EXPENDITURES, AND CHANGES
IN FUND BALANCE/STATEMENT OF ACTIVITES
For the Year Ended June 30, 2004

Ceneral Fund

Modifiled Accrual Statement of
Basis Adjustments ___Net Assets
Revenues:
State grants % 2.310 $ - $ 2310
Penal fines 39,577 - 39.577
Charges for services 3.000 - 3.000
Baok sales 678 - 478
Interest 38146 - 3.814
Fees and fines 340 “ 340
Total revenues 49,741 - 49,741
Expenditures:
Sataries 11,964 - 11,9644
Payroll taxes 1.231 1,231
Reni 3,000 - 3.000
Books 3,201 (3.201) -
Membership dues 2,518 - 2,518
Telephone 684 - &84
supplies 511 - 31
Insurance 276 - 276
Education 136 - [36
Transportation 212 - 212
Miscellaneous 643 - 643
Depreciation - 5,000 5,000
Total expenditures 24,374 1,799 264,175
Excess {deficiency) of revenues
over expenditures 25,345 {1.799) 23,566
Fund balance, beginning 162,781 15,000 177,781
Fund baiance, ending $ 188,144 3 13,201 $ 201,347
See accompanying rotes to financigl statements, 3




ALANSON AREA PUBLIC LIBRARY
STATEMENT OF REVENUES . EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended June 30, 2004

Criginal Final Over/{Under)
Budget Budget Actual Budget
Revenues:
State grants 3 3000 3% 3000 % 2310 % {690)
Penal fines 33,514 33.514 39,577 6,043
Charges for services 3,000 3,000 3,000 -
Book scles 1,000 1,000 678 {322
Interest 5.000 3,000 3816 (1.184)
Fees and fines - - 340 360
Total revenues 45,514 45,514 49,741 4,227
Expenditures:
Solaries 12,000 12,000 11,944 [36)
Payroll taxes 1,300 1,300 1,231 [6%)
Rent 3,000 3.000 3.000 -
Books 5,000 5,000 3.201 (1.799)
Membership dues 4,000 4,000 2,518 (1.482)
Telephone 450 450 684 234
Supplies 725 725 511 (214)
insurance 275 275 276 1
Education 200 200 134 {64}
Transportation 100 160 212 112
Miscellaneous 3,582 3,582 643 (2,939)
Total expenditures 30,632 30,632 24,374 (6,256)
Excess (deficiency) of revenues
over expenditures 14,882 14,882 25,385 10,483
Fund balance, beginning 162,781 162,781 162,781 -
Fund balance, ending $ 177663  $  177.643 $ 1838146 3 10,483
See accompanying notes o financial staternents. 4




ALANSON AREA PUBLIC LIBRARY
NOTES TO FINANCIAL STATEMENTS
June 30, 2004

NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Alanson Area Public Library was organized as a district library on March 24, 1977, under
the provisions of Act 144, P.A, 1955, repealed and replaced by Act 24, P.A.1989, s
amended. The library operates under an appointed Board of Trustees. The Village of
Alanson and Litilefield Township appoint two members each.

Reporting Entity

The Library has followed the guidelines of the Governmental Accounting Standards
Board's Statement No. 14 and has determined that no entities should be consolidated
into ifs financial stotement as com ponent units, Therefore the reporting entity consists of
the primary government financial statement only.

Basis of Accounting

Basis of accounting refers to the point at which revenues and expenditures/expenses are
recognized in the accounts and reported in the financial statements. Basis of accounting
relates to the timing of the measurements made, regardless of the measurement focus
dpplied.

In June 1999, the GASE issued Statement No. 34, Basic Financiqal Statements-and
Management's Discussion and Analysis—for State and Local Governments. In accordance
with Statement No. 34, the Ubrary is considered to be g Special Purpose Government due
o engaging in only one govemmental fype of activity. To conform with the Statement, the
Library has included o Management's Discussion and Anaiysis section and the Library's
basic financial statements are presented as combined govemment-wide aong
governmental fund financial statements.

The government-wide columns (Statement of Net Assets and Statement of Activities) are
reported using the economic resources measurement focus and the accrual method of
accounfing. Revenue is recorded when &arned and expenses are recorded when g
liability Is incured, regardless of the timing of related cash flows.

current period. The Library considers revenues to be available if they are collecteq within
sixty days of the end of the current fiscal period. Expenditures generally are recorded when
a liability is incurred.

Fund Equity
Governmental funds reporfreserved fund balances for amounts that are not available for

appropriation or are legally restricted by outside parties for specific purpeses. Designations
of fund balance represent fentative management plans that are subject to change.




NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 2: STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY

NOTE 3;

NOTE 4;

The Library uses the following procedure in establishing the budgetary data reflected in
the financial statements:

Prior to the start of each fiscal yedr, an operating budget is ddopted
for the General Fund on a basis consistent with generally accepted
accounting principles. Reported budgeted amounts are gs criginally
adopted or as amended by the Library Board of Trustees, During the
year, the Library did not expend in excess of budgeted amaunts,

DEPQSITS

Alanson Area Public Library's deposits consist of checking accounts and bank certificates of
deposit. Atyearend, the canying amaount of the Library's deposits was $188,693 and the
bark balance was $188,734. The entire amount was coverad by federal depository
insurgnce.

Michigan Compiled Laws, Seclion 129 921, authorizes the Local Unit to depaosit and invest in
the accounts of Federally insured banks, credit unions, and savings and loan associoiions:
bonds, securities and other direct obligations of the Uniteq States, or any agency or

its political subdivisions which gre rated investment grade: and mutual funds composed of
investment vehicles which are legal for direct investment grade; and muitual funds
composed of investment vehicles which are legd! for direct investment by local units of
gevemment in Michigan. Financial instifutions eligible for depasit of public funds must
mainiain an office in Michigaon.

CAPITAL ASSETS

Capital assets are defined by the Library as assets that are purchased or acquired with an
original cost of $1,000 or more and a useful life in excess of one year. The Library considers
its collection of books to be g group asset which is the only asset capitalized by the Library.
All books purchased during each year are capitalized as one asset amount with no
depreciation being recorded in the first year. Capital assets and related depreciation are
reported in the government wide columns of the financial statements. Depreciation is
calevlated using the straight line method and the books have an estimated useful life of




NOTE 4:

NOTE 5:

NOTE &:

NOTE 7:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
CAPITAL ASSETS - CONTINUED

Capital asset activity for the Library was as follows:

Balance Balance
July 1, 2003 Additions  Disposals  June 30, 2004

Capital assels being depreciated:
Books 3 50000 % 3200 ¥ 5000 3 48,20

Accumulated depreciation:
Books 35,000 5,000 5,000 35,000

Govemnmental activities net

Capital Assets ¥ 15000 % !l,???t $ - $ 13,201
———

OPERATING LEASES

The Library has o verbal lease agreement with the Littlefield Alanson Management
Authority forits building, The Library pays an annual amount of $3.000 and the lecise can be
terminated by aither party af any time.,

DESIGNATED FUND BALANCE

The Library has designated $100,000 for future development and improvement of the
Library's current building or a new building.

RISK MANAGEMENT

The Library is expased to various risks of loss related to torts, thefi of, damage o and
destruction of assets; errors and omissions; injuries to employees and natural disasters.

The Library maintains workers cempensation insurance for Library employees and contents
insurance, however, the Library relies on the landlord of ifs buliding for liability insurance.




Hill - Schroderus & Co., LLP

- Certified PUBlIc Accountants & Consaltants ~

Qctober 22, 2004

Library Board of Directors
Alanson Areg Public Library
Alanson, Mi 49706

in planning and performing our audit of the financial statements of the Alanson Area Public Library for the
year ended June 30, 2004, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinicn on the financial statements and not to provide
assurance on the internal control. However, we noted a certdin matter involving the internal contral and its

judgment, could adversely affect the Alanson Areq Public Library's ability to record, process, summarize,
and report financial data consistent with the assertions of management in the financial statements,

| Reportable Condition:

Budgeting procedures — P.A. 621, of 1978, as amended, requires that Local Units of Government
Rrepare and adopt a budget prior to the beginning of sach fiscal year. The Act also requires that

of public hearing be published in a local newspaper of general circulation at least six days in
advance of the hearing. The Boord sheuld formaily acknowledge the hearing date, date of
adoption and any amendmenits to the budget in the board minutes.

Cther comments:

We also prepared an exi conference outline for other matters that were discussed with
management ar an exif conference. The other matters were not considered reportable conditions,
but were noted during the audit.

This report is intended solely for the information and use of the Alanson Area Public Library Boord of Directors
and is not intended to be and should not be used by anyone other than the specified party.

We would like to GXpress our appreciation for the excellent cooperation we received while performing the
audit. f we may be of further assistance, please do not hesitate 1o contact us.

Sincerely,

mwiu‘

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan

923 Spring Street = P4, Box 693 = Petoskey, M1 49770 » 231-34/-41136 & Fax: 231 =347-4147 & E-mail: staftname@lis-co.com




